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ARGENTINE FOREIGN EXCHANGE AND TRADE 

SINCE THE ARMISTICE 



JOHN H. WILLIAMS 



THE pronounced fall of the Argentine peso in the 
past six months, particularly in terms of the dollar, 
and the consequent heavy cancellations of orders for 
American goods, have again called forcibly to our notice 
the predominant importance of foreign trade to the 
Latin-American countries. In no part of the world have 
the effects of the war been more strikingly revealed in 
the conditions of trade and exchange, or the result of 
trade fluctuations more immediately and clearly dis- 
played in the general economic and financial condition 
than in these agricultural exporting countries. The war 
began with a near-panic in Buenos Aires and a general 
moratorium in Brazil. Its course was marked by a 
period of remarkable prosperity in Argentina, Chile, 
Uruguay, and most of the lesser countries, in con- 
sequence of the war demand for their food products and 
raw materials at rapidly rising prices; while conditions in 
Brazil, whose chief export was not a war commodity, 
presented a notable contrast. The series of changes 
which have occurred since the armistice have been 
fully as striking as those of the war period itself; and 
the purpose of the present paper will be to trace and 
analyze these changes for Argentina, with particular 
reference to the recent unfavorable exchange situation. 1 

THE COURSE OF THE EXCHANGES 

With the exception of a brief period in the middle of 
191 5 and again in the summer of 1916, both sterling and 
dollars (and most other currencies) 2 were at a discount 
in Buenos Aires throughout the war. Though the fluc- 
tuations of exchange were wider than would be possible 
in normal times, the discount did not become marked 
until the entry of the United States into the war in 1917 
and the consequent embargo on gold shipments from 
New York to Buenos Aires, which previously had 
operated as a partial check upon exchange depreciation, 
both for sterling and for dollars. In December 1916 
and February 1917 dollars reached a low point of 99.5 
(a discount of 4 per cent) and sterling a low point 
of 50 H (a discount of 6 per cent). The following 
winter, with the cessation of gold movements from New 
York, both exchanges went to the lowest points reached 

1 For an analysis of exchange and trade during the war period see John 
H.Williams, "Latin-American Foreign Exchange and International Balances 
during the War," Quarterly Journal of Economics, May, ioio, pp. 422-465. 

2 The only exceptions were Spanish pesetas and Swiss francs, which rose 
to a high premium in 1017 and 1018, but which since the unpegging of sterling 
in New York in March 1010 have gone to a pronounced discount. 

3 The rates given are for cable transfers. The dollar parity is U. S. $1.00 
= Argentine gold $1.0364. Dollar exchange is quoted in Bue'nos Aires in 
Argentine pesos. The sterling parity is $1.00 Argentine gold = 47.62 pence. 
Sterling exchange is quoted in British pence. 



during the war period, dollars touching 94.10 (a dis- 
count of 9 per cent) and sterling reaching 53 A 3 (a 
depreciation of n per cent). In 1918, in consequence of 
credit advances by Argentina to the Allies and the 
United States, designed to stabilize exchange by taking 
a portion of the export bills out of the market, exchange 
showed some recovery and was fairly steady, dollars in 
the 1918 export season falling only to 97.68 (a discount 
of 6 per cent, in December) and sterling to 51 A (a 
discount of 8 per cent, in December). 

Regarding the exchanges during the war period two 
facts are particularly worthy of note. In both dollars 
and sterling there was noticeable an annual wave move- 
ment, which reached its crest in the winter months 
(South American summer) and its trough in the summer 
months. This wave movement was due chiefly to the 
alternation of active and inactive seasons in the export 
trade. From October to May, approximately, the 
harvest comes to port and is shipped; there is conse- 
quently a flood of bills offered for sale by the exporters, 
and the rate moves downward, i.e., dollars and sterling 
go to a discount in pesos. From May to October this 
bill pressure is removed, and the rates move upward. 
The other fact to be noted is the close correspondence 
between the fluctuations of dollars and of sterling, the 
ups and downs of the one being almost identical in time 
and extent with the ups and downs of the other. 

Since the beginning of 19 19 this correspondence 
between the movements of the dollar rate and the sterl- 
ing rate has entirely disappeared. Dollars rose steadily 
from December 1918 to August 1919, when they 
reached a high point of 104.53, or one P er cen t above 
par, a gain of 7 per cent in eight months. From 
July through October 191 9 dollars were at par or 
better. Then came the usual seasonal swing downward, 
which terminated in March 1920, with dollars at a 2 
per cent discount. Sterling, meanwhile, had been 
steadily depreciating, the downward movement be- 
coming -marked after June 1919. Sterling fell from 
51 A in June 1919 to 69A in February 1920, or 24 per 
cent, putting the sterling rate at the huge discount of 
31 per cent. 

In the late winter of 1920 there set in the final swing 
of the exchanges, which has resulted in recent months 
in the persistent reports of cancellations of imports from 
the United States. Dollars started upward in March 
1920 and reached par in May. Since June 1920 the rise 
has been very rapid. By September dollars were at 
1 19.7 1, a premium of 16 per cent. In the second week 
of November a new high mark was reached, dollars 
going to a premium of 22 per cent. From this extreme 

[47] 
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point there has been some recession, but no tendency to 
a pronounced recovery, the rate for cable transfers 
showing a premium of 14 per cent in the second week of 
December, and 17.5 and 17. 1 per cent premium, re- 
spectively, on corresponding dates in January and 
February. A similar rise has been experienced by sterl- 
ing. Starting from the low point of 69 w in February 
1920 sterling rose to 56 & by July 1920, when the 
discount on sterling was 16 per cent. This rate was 
approximately maintained through September, since 
when another pronounced upward movement has set in, 
as a result of which on February 16, 1921 the pound was 
quoted at par in Buenos Aires for the first time since 
August 1916. 

To a remarkable degree the movements of the sterling 
rate in Buenos Aires, as just outlined, have resembled 
the movements of sterling in New York. The down- 
ward movement of sterling in New York during 1919 
began with the unpegging of the exchange in March, 
the cessation of our government credit advances in June, 
and the lifting of our gold embargo that same month. 
The pronounced fall of sterling began in both markets 
in June 19 19, and in both it reached its low point in 
February 1920. In both it was accompanied by a sym- 
pathetic fall, to much lower levels, by francs, lire, and 
other European exchanges. The correspondence be- 
tween the movement of sterling and of other European 
exchanges in Buenos Aires is traceable also during most 
of 1920, though in that year it was not so close as in 1919. 
The downward movement in 1919 was experienced not 
only by the exchanges which during the war had been 
below par, but also by those — as Spanish pesetas and 
Swiss francs — which had been at a high premium. To 
what extent the fall of sterling in Buenos Aires was 
sympathetic to the movement in New York following 
the unpegging, and to what extent the similar move- 
ment of other European exchanges was a result of the 
unpegging of sterling is problematical. To some extent, 
the fall of the exchanges was undoubtedly the result of 
the release of sterling from artificial control; what it 
indicates is the close relationship and sensitiveness of 
the smaller exchange markets to the operations of the 
larger centers, and particularly to sterling. But this 
sympathetic relation should not be overstressed. As we 
shall later see, the facts of the Argentine situation are 
themselves sufficient to account for most of the impor- 
tant changes in the foreign exchange rates during the 
past two years. 

THE ARGENTINE BALANCE OF INTER- 
NATIONAL PAYMENTS 

For the analysis of the major exchange movements in 
Buenos Aires down to the year 1920 we are fortunate in 
having the annual computations by Senor Carlos 
Alfredo Tornquist, the eminent Argentine banker, of 
the Argentine balance of international payments. These 
balances are for the economic year, October 1 to Sep- 
tember 30. Below are given the summary figures for 



1913-14 and 1916-17, and a more detailed statement 
of the most recent balance which Sr. Tornquist has 
published, that for 1918-19. 

The Argentine Balance of Payments, 1913-14 

Unit: 1,000 gold pesos (peso = V. S. $465) 
Credit 

1. Exports 404,250 

2. Capital invested * 114,000 

Total 518,250 

Debit 

1. Imports 392,100 

2. Debt services 177,300 

Total 569,4°° 

Balance -51,150 

Reduction of gold stock in country . . . +32,600 

Net balance -18,550 

The Argentine Balance of Payments, 1916-17 

Unit: 1,000 gold pesos (peso = U. S. $.965) 
Credit 

1. Exports 599>3°° 

2. Capital invested 3°,3 00 

Total 629,600 

Debit 

1. Imports 357»S°° 

2. Debt services f 201,500 

3. Immigrants' remittances ip,ooo 

4. Tourists' expenditures 3,°°° 

5. Subscriptions to war loans 8,500 

Total — 580,5°° 

Balance +49, IO ° 

Increase in gold stock of country -33,!43 

Net balance +iS,9S7 

* The separate items under "Capital Invested" are: 

1. Two loans contracted by the national government, and 

one by the federal capital $46,200,000 

2. Securities issued in Europe by railroad and other com- 
panies in Argentina 34,3°°,°°° 

3. Bonds sold in Europe (cedulas, paving bonds, etc.) . . . 23,500,000 

4. Interest reloaned by mortgage companies 5,000,000 

5. Private mortgages and other investments 5,000,000 

Total $114,000,000 

t The separate items under "Debt Services" are: 

1. Service of the public debt $49,800,000 

2. Service of foreign mortgage investments in Argentina 16,800,000 

3. Service of cedulas 9,900,000 

4. Service of railway capital 40,000,000 

5. Service of other foreign capital 32,000,000 

6. Repayment of short-time public loans 53,000,000 

Total $201,500,000 



These tables indicate a reversal of the Argentine 
situation between the last year prior to the war and the 
year ending September 30, 191 7. In 1913-14, notwith- 
standing a small excess of merchandise exports over 
imports of about $12,000,000, and an inflow of cap- 
ital from abroad amounting to $114,000,000, these 
receipts were inadequate to meet the heavy interest 
charges on foreign capital invested in earlier years. The 
result was a large net outflow of gold amounting to 
$32,600,000, and a net uncovered balance of indebted- 
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The Argentine Balance oe Payments, 1918-19 was, of course, entirely in accordance with these changes 

Unit: 1,000 gold pesos (peso = U. S. $.965) in the Argentine balance of payments. 
Credit Further analysis of the tables indicates the character 

Exports 900,150 an( j re i a ti ve importance of the various items entering 

e e p ro e o owing sources. - n ^ o Argentina's dealings with the outside world and the 

1. Local loan issues purchased abroad 2,300 . 

2. New foreign capital invested in the nature of the iacto ™ operating upon the exchange 
country 19,600 market. Especially interesting are the financial items. 

3. Sale of ships to foreign purchasers . 1,600 Like the United States, Argentina before the war, 

4. Amortization of the debt of the though receiving a moderately heavy annual inflow of 
French and British governments . . 57,400 foreign capital m the form of mves tments in railroads, 

5. Interest on the loans to the French , , , , , ,,. ,.,.,. , ,, ,., 

,„.,.., ^ cedula bonds, mortgages, public utilities, and the like, 

and British governments 7,300 11, 

6. Interest received in the country on had reached the stage where annual mterest charges 
foreign bonds 1,100 exceeded new annual borrowings, a fact indicated by 

7. Expenditure by foreigners (trav- the overturn of the trade balance from an excess of im- 
elers, commercial agents, etc.) in ports to an excess of exports ever since the Baring Panic 
Argentina 4,200 93,5oo of ^qo-qi.* The capital and interest items in the balance 

993, 5 £ Qr 1 g 1 Q_ 1 y ghow that in consequence of the war the 
inflow of foreign investments had dwindled to a small 

mpor s 599)35° figure, while interest payments continued gradually to 

Outgoings as follows: . , J ° J 

1. Service of the portion of the public increase. That the balance of payments showed never- 
debt held abroad 44,390 theless a net credit surplus was due to marked expansion 

2. Service of mortgage " cedulas " of the merchandise exports. . In the first year after the 
held abroad 5,000 armistice the remittances of interest were only ^lightly 

3 ' forT/n ca Itel^* C ° nStitUted by ?x> lar S er than in 1916-17. The most interesting feature of 

-rv C -f n a P j "■ T " 1 -i 2 °' ° the capital and interest account in the post-war period 

4. Dividends and interest on shares r c c 

and debentures of foreign railway ls the appearance on the credit side of the balance of 

companies operating in the country 44,600 several new items which indicate that since the war for 

5. Yield from other foreign capital the first time in its history Argentina has been receiving 
invested in the country 43,210 interest on capital which it has invested abroad. In- 

6. Sayings of foreign residents and terest re ceived on foreign bonds and on credit advances 

T, ,.. "" t '. '"".'. V ' " V" to the French and British governments amounted to 

7. Expenditure of Argentines abroad . 20,000 ° 

8. Remittances by subjects of bellig- $8,400,000, and the partial repayment of these govern- 
erent countries for Red Cross and ment credit advances to $57,400,000. 

patriotic funds 1,500 These items indicate that, as in the case of the United 

9. Sums remitted to Belgium, Ger- States, though to a much less degree, one effect of the 
many and Austria-Hungary 15,000 243,000 war hag been tQ reduce ^ mternat ional debtor position 

of Argentina. The marked depreciation of foreign cur- 
Balance +151,300 rencies and the war needs of the Allies have resulted in 

Increase in gold stock of country - 11,904 a considerable export of Argentine capital; and there is 

Net balance +139,396 little doubt that a considerable portion of the large 

uncovered credit balances which Sr. Tornquist's com- 
ness to other countries amounting to $18,550,000. It is putations have shown in recent years has represented 
well known that the year 1913-14 witnessed a "near- this outflow of Argentine capital to other countries, 
panic" in Argentina; the unfavorable balance of pay- The powerful stimulus for such foreign investment 
ments, the consequent downward pressure on the peso afforded by the marked premium on the peso down to 
in the foreign exchange market, and the large outflow of the summer of 1920 is too obvious to require detailed 
gold were important factors in that situation. With the demonstration. In consequence of it there was a sub- 
war came a sudden reversal, resulting in a series of stantial repayment before maturity of mortgage bonds 
favorable balances of international payments. In the held in Europe, which were payable in the currencies of 
year to which the figures in the table belong, 1916-17, the'countries in which they were held. Their cancella- 
the excess of credits was $49,100,000, the resulting tion in depreciated sterling and other foreign curren- 
inflow of gold ($33,143,000) leaving a net uncovered cies represented important and unlooked-for profit to 
excess of $15,957,000. This balance, however, was the debtors. Similarly, Argentine government external 
moderate compared with that for the first year after the bonds and cedulas of the National Mortgage Bank were 
armistice. In 1918-19 Sr. Tornquist's computations re-imported in large quantities, it being estimated that 
reveal a net balance in favor of Argentina amounting to between October 1918 and May 1920, the period of most 
$13*9,396,000. That foreign currencies experienced a pronounced depreciation of the European currencies, 
moderate discount in 1916-17 and (except for dollars) a 4 Similar to ^ overturn of the tode baW of ^ United States which 
very marked depreciation in the first year after the war occurred, from the same cause, with the panic of 1873. 
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the amount of these bonds returned to Argentina was 
over $100,000,000 gold. The fall in the exchanges also 
constituted a powerful incentive to the subscription by 
Argentines to the French and Italian government loans. 
These subscriptions, according to the banks charged 
with their reception in Buenos Aires, amounted ap- 
proximately to 200,000,000 francs and 1,000,000,000 
lire. 6 

Another effect of the depreciated exchange upon the 
Argentina capital and interest account was to be found 
in the experiences of the British-owned railroads and 
other enterprises operating with foreign capital. The 
remittance of interest and dividends to England by the 
railroads brought profits on the exchange amounting in 
many instances, during the year 1919-20 (the year of 
heaviest exchange depreciation), to almost as much as 
the net earnings of the roads. For example, the report of 
the Buenos Aires Great Southern Railroad for the year 
ending June 30, 1920 showed that the road had earned a 
surplus available for dividend of £1,279,432 and that 
the profit on exchange had been £1,230,733. The aver- 
age value of the Argentine gold peso in 1919-20 (July 1- 
June3o) was about 59^., or about nd. above par, which 
meant that for every penny that the peso stood above par 
the company got an exchange profit on its interest remit- 
tances of about £9,000 per month. It is apparent that 
profits of this magnitude, if added up for the various 
railroads and other companies operating with foreign 
capital, would run into very large figures. In the cur- 
rent year, the pronounced upward movement of sterling 
will thus mean a very considerable reduction of earnings, 
to which will be added the effects of the general slacken- 
ing of activity attendant upon the depression of prices. 
It does not follow, however, that dividend payments 
will necessarily be reduced. To some extent expenses 
are falling also, particularly the cost of coal, which since 
early in the war period has been extremely expensive 
and difficult to obtain. Moreover, the exchange profits 
referred to have been of an abnormal character and by 
most companies have been treated as such and carried 
to reserves. The Great Southern, for example, has a 
reserve fund of £5,000,000, which was augmented by 
nearly £2,000,000 in 1919-20; so that it should experi- 
ence no difficulty in maintaining its last year's dividend 
of 7 per cent. 6 

THE CREDIT ADVANCES 

The most familiar form in which Argentine capital 
has been exported is the credit advances made in Janu- 
ary 1918 to the Allies and the United States. Both the 
extension of these credits and the manner of their re- 
payment since the armistice have exercised an impor- 
tant influence upon the exchanges. The credit granted 
to Great Britain and France by the terms of the " Grain 
Convention" was for $200,000,000, to be used for the 
purchase of 2,500,000 tons of wheat of the 1917-18 
harvest. The credit granted to the United States was 
for $100,000,000. Primarily these credits were designed 



to stabilize the exchanges and prevent further deprecia- 
tion of the foreign currencies by relieving the bill pres- 
sure. For example, under this arrangement, a New 
York importer would settle by giving a check on his 
bank to the Federal Reserve Bank of New York, in 
return for an order for pesos payable in Buenos Aires. 
The Argentine government, through the Banco de la 
Naci6n, lent to our government the required pesos, 
delivered in Buenos Aires, to pay the bill to the Argen- 
tine exporter. The Federal Reserve Bank held the 
sums paid in by our importers for the account of the 
Argentine embassy; and the Banco de la Naci6n agreed 
not to draw on the Reserve Bank during the period of 
the exchange-stabilization arrangement. 

The effect of these advances, as we have seen, was to 
steady the exchanges in 1918 and prevent further de- 
cline. Their repayment since the armistice has also had 
some bearing upon the exchange situation. By the 
terms of the original contract with Great Britain and 
France the $200,000,000 credits were to be repaid within 
two years from January 14, 1918, repayment to be 
effected by means of bills to be drawn by the Argentine 
government against the British and French govern- 
ments. It is obvious, however, that with gold move- 
ments still restricted under the European embargoes 
the drawing of these bills by Argentina in a market 
already depressed would have had the effect of driving 
the rates for sterling and francs still lower, so that the 
damage done in the repayment would have undone the 
benefits derived from the original advances. It was 
therefore provided that the bills should be drawn only 
when the rate of exchange did not exceed 50 pence on 
London and 5.60 francs on Paris. It has been possible 
for the Argentine government to reimburse itself , in this 
manner for the greater part of the loan to France, but 
the fall of the British exchange until very recently made 
a similar procedure in respect to the loan to Great 
Britain impossible. In consequence, at the end of the 
two-year period (January 14, 1920) there still remained 
$121,000,000 not paid off, for which amount the loan 
was renewed for one year. Under a subsequent agree- 
ment a gradual amortization of the debt has been 
effected through the payment by Great Britain, at its 
. own option, of the interest on the Argentine foreign debt 
at the due dates. Similarly, Great Britain paid off to 
the United States for Argentine account the Baring- 
Morgan five-year loan 7 of U. S. $49,300,000, which 
matured May 15, 1920 — much to the relief of the 
Argentine government, which was carrying at the close 
of 1919 a floating debt of $650,937,600 8 paper (paper 

6 See Business Conditions in Argentina, No. 148, p. 9, Ernesto Torn- 
quist and Co., Ltd. 

6 South American Journal, January 8, 1921, p. 31. 

7 The Baring-Morgan loan (6 per cent Treasury bonds) was contracted in 
1915 simultaneously in the United States ($25,000,000) and in England 
(£5,000,000), but the British share was later transferred to the United States 
at the rate of 4.86. 

8 Except for the Baring-Morgan loan this floating debt was entirely 
internal. In 1920 a considerable reduction of this debt was accomplished, 
and the total on October 31, exclusive of the Baring-Morgan loan cared for 
by Great Britain, was $429,828,510 paper. This floating debt is mainly the 
result of a series of budgetary deficits such as were experienced during the 
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peso = U.S. $.424 at par). By these means the amount 
of the credit advances outstanding was reduced by No- 
vember 1, 1920 to $67,900,000, and the rise of sterling 
left no impediment in the way of complete repayment 
at maturity. 9 

The net effect of the repayment of the Allied credits, 
therefore, has been to take out of the market a consider- 
able part of the demand for bills by the Argentine 
government wherewith to make remittances of interest 
on the foreign debt and pay off the Baring-Morgan loan, 
factors which would have tended to sustain the rate for 
sterling and for dollars in the period since the armistice. 
It is not possible, however, to trace the effects of these 
repayments upon the exchanges. The pronounced fall 
of sterling occurred in 1919 and down to February 1920, 
but in that period, as has been shown, virtually no re- 
payments were made by Great Britain. The bulk of the 
repayments have been effected since May 1920, but 
instead of sterling's being depressed thereby, as would 
be expected, the rate has risen steadily and has this 
month (February) reached par. 

Especially interesting has been the history of the 
$100,000,000 exchange-stabilization credit granted to 
the United States. The method of repayment of this 
loan was unusual ; and because of the method followed 
the repayments appear to have been the result, rather 
than the cause, of exchange fluctuation. The lifting of 
our gold embargo in June 191 9 was the signal for a 
heavy gold movement to Argentina to offset our adverse 
trade balance with that country. The gold shipments of 
June were $30,460,000; and $2,500,000 followed in July. 
Then the shipments ceased for two months, the dollar 
ruling between par and one per cent premium through- 
out the summer. In October, in consequence of re- 
newed heavy buying from Argentina, exchange tu ned 
in favor of Buenos Aires and the dollar remained at a 
discount of one to two per cent down to May 1920. 
Heavy gold shipments from New York to Buenos Aires 
again set in. Between October 1919 and June 1920 
the amount of gold shipped from New York to Buenos 
Aires was $114,000,000. Though some portion of this 
was probably on British account, the greater part of it 
undoubtedly represented the defrayal of our own 
adverse trade balance, which had persisted since early 
in the war period. It is significant that the rise of the 
dollar in 1919, coincident with the pronounced fall in 

war in a number of Latin-American countries. Various proposals have been 
suggested for its consolidation, among others a National Lottery Loan of 
$600,000,000 paper, and a foreign loan. As yet, however, no satisfactory 
basis has been found for an external loan. 

9 In the fall of 1919 and the spring of 1920 a second advance of $200,000,- 
000 to Great Britain, France, and Italy was proposed by the government to 
Congress. Great Britain, however, announced that she no longer needed 
such assistance; and when the unfavorable turn in Argentine conditions 
came in the spring of 1920, the proposal was tabled. A similar fate was met 
by the proposed $100,000,000 credit to Germany. 

10 Ernesto Tornquist & Co., Business Conditions in Argentina, No. 148, 
p. 16. 

11 The difference, $67,833,000, corresponds with the amount of the credit 
fund paid out in New York. OnMay3i, 1920, as previously said, the amount 
of the fund in the Federal Reserve Bank in New York was $67,054,009. 

12 The proportion of gold guarantee to paper money in circulation was 
78.5 per cent. 



sterling (whereas during the war they had moved to- 
gether, and at a discount), dates from the unpegging of 
sterling in New York in March 1919 and the lifting of 
our gold embargo in June 1919. The fundamental ex- 
planation of the markedly different course of these 
exchanges in the post-war period is unquestionably the 
fact that since the dates mentioned the trade of the 
United States with Argentina has been conducted upon 
the gold standard, so far as our end of it is concerned. 
When the trade situation has demanded a flow of gold 
from New York to rectify the balance the outflow has 
occurred, and the exchange movement been kept within 
a narrow radius of par. Meantime British exchange, 
without gold shipments, has gone as low as 31 per cent 
discount and subsequently recovered, the movements of 
the rate being controlled chiefly by trade fluctuations. 
These gold shipments from the United States did not, 
however, as has sometimes been stated, represent the 
repayment of the $100,000,000 credit of 1918. On 
January 1, 1920 the Federal Reserve Bank of New York 
was still holding $74,873,647 on deposit for the Banco 
de la Nacion, and on June 1, 1920 the amount was still 
$67,o54,oo9. 10 The bulk of the credit fund was paid off 
during the summer of 1920, and in this period there 
were no gold shipments to Argentina. On the con- 
trary, the exchange situation was such as would call for 
gold shipments in the opposite direction. With the 
trade balance gradually changing adversely to Argen- 
tina the dollar went above par. The Argentine " Caja de 
Conversion," the office charged with the maintenance of 
the gold standard and the control of gold for that pur- 
pose, began a series of operations precisely the reverse 
of those carried out under the original exchange-stabili- 
zation agreement. Acting for the Caja, the Banco de la 
Naci6n transferred the $75,000,000 (approximately) 
which it had on deposit at the Federal Reserve Bank in 
New York to Americans in payment of Argentine im- 
ports. At the same time Argentine importers (i. e., 
their local banks) were requested to deposit a corre- 
sponding amount in gold in the Caja de Conversion. In 
this way the stock of gold held by the banks in Buenos 
Aires was reduced from $114,014,000 on May 31, 1920 
to $46,179,000 on October 31, 1920, 11 and the gold 
holdings of the Caja de Conversion increased from 
$399,421,000 to $466,477,ooo. 12 In other words, the 
method pursued in repayment of the credit fund worked 
as effectively as a means of exchange stabilization as 
had the original method of advancing the credit to the 
United States, only this time its influence was exerted 
to check the rise of the premium upon the dollar, 
whereas the original credit advance of 19 18 was designed 
to check the rise of the premium on the peso. Put in 
other words, the repayment of this credit by the United 
States operated as a unique method of effecting a gold 
movement from Argentina to New York without actual 
release of gold from Buenos Aires. The Caja de Con- 
version released the gold it had on deposit in New York 
and took advantage of the operation to bring into its 
own vaults a corresponding amount of the gold holdings 
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of the local banks. Thus, from the removal of the gold Argentine Foreign Trade, 1910-20 

embargo by the United States in June 1919 through the u nit . Ifi00fi00 go u p esos (p eso = u. S. $.965) 

summer of 1920, gold was once again performing its ^ Iendaryear Exports Import5 BaIance 

normal function of regulator of the foreign exchanges, 1910 389 379 + 10 

the movement being at first from the United States to 191 1 34 2 4°5 - 6 3 

Argentina and subsequently, in response to the altered I 9 12 5°2 447 +55 

state of the exchanges, from Argentina to the United I913 SI9 49 + f 3 

_, T , , .' , . , 1914 403 323 + 80 

States. In consequence, the dollar moved very closely 8 ^ , 

about par through all this period, being never more that I9l6 e 73 366 +207 

2 per cent above or below; and this in striking contrast 1917 550 380 +170 

to all other exchanges in the Buenos Aires market. 1918 801 502 +299 

But gold transfers by Argentina by this unique I 9 I 9 I °3 I 656 +375 

method could continue only so long as the Caja de I92 ° I0 ° 7 8s4 +I53 

Conversion had gold available in the United States, 

and so long as there was gold available in the Buenos average yearly balance of exports over imports in the 

Aires banks for delivery to the Caja. By October the five years 1909-13 was $24,000,000, and in the five war 

credit fund in New York was exhausted, the trade years it was $207,000,000. Beginning with 1918 the 

balance was moving heavily against Argentina, and balance showed an extraordinary increase, reaching 

nothing could prevent depreciation of the peso but $375> 000 > °o, or 8l P er cent above the average for the 

actual shipments of gold from Buenos Aires. Exporta- war period, in the first year after the armistice. In 

tion of gold, however, is prohibited under an Argentine 192° came a decided turn, the balance diminishing 

war-time decree. Hence the rapid rise of the dollar to about 60 per cent to $153,000,000, the smallest balance 

the high premium of 22 per cent in November 1920. since 1914. In a general way the major movements of 

From this analysis it is perhaps already clear that the exchanges — the comparatively moderate deprecia- 

the fundamental factors governing Argentine exchange tion during the war, the marked fall in 1919, and the 

movements have been the fluctuations, of merchandise strong upward movement in 1920 — correspond with 

trade and the presence or absence of gold movements, these changes in the balance of trade. 

The influence of changes in the capital and interest The table indicates how these changes were brought 

account has been subordinate. In the war period the about. The first effect of the war was to reduce both 

outflow of interest payments plus the credit advances to exports and imports, but the decline of imports was the 

the Allies, the purchase of European government bonds, more marked. In 1915 exports experienced an extra- 

the return of Argentine securities, and the like, greatly ordinary expansion, but imports continued to diminish, 

exceeded the inflow of new capital; but this adverse In the next two years there was a slight falling-off from 

balance was more than offset by the markedly favorable the record export figures of 191 5 and a slight recovery of 

balance of trade, so that with gold movements sus- imports, but during the whole period exports remained 

pended the peso ruled at an abnormal premium. In the substantially above the pre-war level and imports 

post-war period the repayments of the credit advances below. In 1918 came the remarkable expansion of the 

might have been expected to result in a net inflow on foreign trade, in both exports and imports, exports 

capital account and to accentuate the premium on the increasing $251,000,000 or 47 per cent over the previous 

peso; but these payments were in fact so effected as to year, and imports $122,000,000 or 35 per cent. In 1919 

produce a minimum of effect upon the exchange rates; this expansion continued, exports showing a further 

and in the case of the dollar the whole exchange situa- increase of $230,000,000 and imports an increase of 

tion was normalized by gold movements down to the $154,000,000. For the first time in Argentine history 

summer of 1920, when the refusal of Argentina to repeal exports exceeded $1,000,000,000. The result was the 

the decree prohibiting gold exports once again per- record trade balance of $375,000,000, a figure which ex- 

mitted exchange to depart widely from par, this time in ceeded the total export trade of any year prior to 1909. 

favor of the dollar. In 1920 the expansion of the export trade came to an 

end, but the imports showed a total for the year of 

THE FOREIGN TRADE $854,000,000, a further increase of $198,000,000; this is 

reflected in the pronounced fall of the trade balance. 

For the marked depreciation of sterling to February What these figures indicate is that during the war the 

1920 (and of all other exchanges except the dollar), abnormal demand for Argentine meat, wheat, wool, 

therefore, and the pronounced upward movement of hides and other war products, combined with some 

both sterling and dollars since that time, the foreign falling-off in imports owing to war-time restrictions 

trade figures give the clearest explanation. Below are upon the movements of goods and of shipping, resulted 

given the exports and imports and the balance of trade in a remarkable increase of the trade balance in favor of 

for the period 1910-20. Argentina; that in the first year after the armistice the 

The effect of the war upon the Argentine trade bal- demand for Argentine products showed no sign of abate- 

ance is too familiar to require extensive comment. The ment, but on the contrary increased to such a degree as 
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to more than offset a corresponding increase which had 
begun to show itself in the import trade; but that by 
1920 the demand for exports had begun to slacken. 

The total figure for exports in 1920, however, fails to 
show when the turn came, and gives a wholly misleading 
impression of its extent, since it shows a decline of only 
$24,000,000. Below are given the exports, imports, and 
trade balances in 1920 by months and quarters. The 
Argentine official trade figures for the full year are or- 
dinarily from six to nine months late. The following 
preliminary figures have been issued by Dr. A. E. 
Bunge, Director-General of Statistics, in response to 
a widespread demand for the data and in recognition 
of the unusual importance this year of timely informa- 
tion regarding the foreign trade. 18 

Argentine Foreign Trade in 1920 
Unit: 1,000,000 pesos {peso = U. S. $.q6$) 



Period 



Calendar year . 

First quarter . . 
Second quarter 
Third quarter . 
Fourth quarter 

January 

February 

March 

April 

May 

June 

July 

August 

September . . . 

October 

November . . . 
December . . . 



Exports 



IOO7 



308 
291 
236 
172 



91 

97 
121 
no 

99 

82 

101 

78 

57 
64 

49 
60 



Imports 



854 



191 

209 
246 
208 



65 
53 
73 
74 
64 
72 
81 

77 

88 
67 
70 
70 



Balance * 



+153 



+117 
+ 82 

— 10 

- 36 



+ 26 
+ 44 
+ 48 
+ 36 

+ 35 
+ 10 
+ 20 
+ 1 

- 31 

- 3 

— 21 

— 10 



* The monthly balances, as here given, are slightly variant from the 
quarterly balances, because the exports and imports are taken only to the 
nearest million pesos. 

This table shows the marked change in Argentine 
foreign trade in 1920, and indicates when it occurred. 

13 The figures for the last quarter of the year are estimates, obtained from 
the statistics of customs revenue and import and export prices, as follows: — 
The customs revenue results from the application of duties to prices 
listed in the official "Tarifa de Avaluos" (schedule of valuations). The 
official export valuations are based each year upon the current Buenos 
Aires market prices, but the import valuations still continue to be the 
Buenos Aires market prices of the year (1906) in which the Tarifa de 
Avaluos now in force was drawn up. From the customs revenue Dr. 
Bunge has calculated (a) for imports the proportion of duties to appraise- 
ments, and (b) for exports the proportion of duties to local (Argentine) 
market prices. From these he has calculated (a) the approximate 
"nominal" value of imports, and (b) the approximate actual value of 
exports. From the nominal value of the imports he has derived the 
approximate actual values, using as his index number for the whole 
twelve months the difference noted in the first quarter of the year be- 
tween the nominal import values and the actual market prices for 
imports — variations from which during the rest of the year he states 
to have been insignificant. For more detailed explanation of his methods 
see Dr. Bunge's message to the Minister of Finance, December 17, 1920, 
extracts from which are given in the Review of the River Plate, December 
24, 1920, pp. 1699 ff. 



The figures of the first quarter of the year exceeded the 
quarterly averages for 1919. Exports and the balance 
of trade reached their peak in March. From the record 
figure of $121,000,000 in that month exports have fallen 
off rapidly, so that the exports of the last quarter, de- 
spite the fact that these are normally active exporting 
months, were but little more than half those of the 
first quarter. The trade balance of the last half of the 
year was adverse to Argentina, the overturn first ap- 
pearing in September. These figures indicate why the 
peso has been falling in foreign exchange this past fall 
and winter, why sterling has come back to par, and 
the dollar risen to a high premium. Below is given by 
quarters the trade with the United States in 1919 and 
1920: 

Argentine Trade with the United States by Quarters, 
1919 and 1920 

Unit: U. S. $1,000,000 



Quarters 


Exports 
to U.S. 


Imports 
from U. S. 


Balance 

of trade * 


Imports 

of gold 

from U. S. 


Net 
balance * 


1919, ist 

2d 

3d 

4th 

1920, ist 

2d 

3d 

4th 


20 

39 
74 
67 
56 
62 

58 
33 


45 
31 
41 
38 

43 
46 

55 
7i 


-25 

+ 8 

+33 
+29 

+ 13 
+ 16 

+ 3 
-38 


none 
30 

3 

24 
60 

30 

none 
none 


-25 
— 22 

+3° 

+ 5 i: > 

-47 

-14 

+ 3 
-38 



+ Signifies favorable to Argentina. 

— Signifies favorable to the United States. 



The table shows that from the spring of 1919 to the fall 
of 1920 the balance of trade was favorable to Argentina 
and against the United States, and that in the spring of 
1919 and throughout the first half of 1920 the result of 
this balance adverse to the United States was to cause 
gold shipments from New York to Buenos Aires. After 
the spring of 1920 the trade balance began to turn 
strongly against Argentina and in the final quarter 
exports from the United States exceeded imports from 
Argentina by $38,000,000. The monthly figures given 
in the accompanying footnote u show that the overturn 
first appeared in October, and reached the maximum in 

14 Argentine Trade with the United States by Months, 1920 
Unit: $1,000,000 



Month 



January . . 
February . 
March . . . 

April 

May 

June 

July 

August . . . 
September 
October . . 
November 
December 



Exports to U. S. 



21 
IS 
19 

22 
23 
17 
19 
17 
23 
IS 



Imports from TJ. S. 



14 
12 

17 
IS 
17 
14 
16 

17 
22 
22 
26 
23 



Balance of trade 



+ 
+ 
+ 
+ 
+ 
+ 
+ 



7 
3 
2 

7 
6 

3 
3 
o 

+ 1 



-13 
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November. This is the month in which the premium 
on the dollar reached its highest point, 2 2 per cent. It is 
also the month when total Argentine exports sank to 
their lowest point. 

QUANTITY, VALUE, AND PRICE IN 
FOREIGN TRADE 

The most significant feature of Argentine foreign 
trade since 1914 is that both in the expansion of exports 
up to March 1920 and the pronounced decline since that 
time the changes have been much more marked in the 
value figures of trade than in the physical volume. 
During the war, 1914-18, the yearly average quantity 
of exports showed an actual decline of 44 per cent com- 
pared with the yearly average of the preceding four 
years, while the yearly average value exported increased 
28 per cent. 

The accompanying table compares for both exports 
and imports the yearly changes in value, quantity, and 
price from 1910 through 1919. The index numbers of 
physical volume of trade and of export and import 
prices are those of Dr. Bunge, Director of National 
Statistics. 15 The table shows a decrease in volume of 
both exports and imports during the war period. The 
decrease in quantity imported was particularly marked, 
and continued throughout the war, reaching an ex- 
tremely low mark in 1918. The physical volume of 
exports reached its lowest point in 191 7, when quantity 
exported was 20 per cent less than in 1910 and 41 per 
cent less than in 1913. In 1918 and 1919, when the 
value of exports reached the new high levels of $801,- 
000,000 and $1,031,000,000, quantity of exports also 
increased, but not until 1919 did the physical volume 

Index Numbers or Argentina Exports and Imports, 

Showing Value, Physical Volume, and 

Price, 1910-19 





Exports 


Imports 


Years 


Quantity 


Price 


Total 
value 


Quantity 


Price 


Total 
value 


I9IO 

I9II 

1912 

1913 

i9 I 4 

i9!5 

1916 

i9 J 7 

1918 

i9!9 


IOO 
89 
132 
136 
I02 
129 
112 
80 
117 
137 


IOO 

99 

98 

98 

IOI 

116 
131 

176 
176 
194 


IOO 

88 
129 

133 
104 

ISO 
148 
142 
206 
265 


IOO 
104 
109 
120 

77 
65 
62 

52 
47 
65 


IOO 
103 
108 
110 
III 
127 
l6l 
I98 
202 
185 


IOO 
107 
Il8 
131 
85 
8l 

97 
100 
132 
173 



tine products, coincident with a restriction of the import 
trade so severe that even though import prices had 
doubled by 1917, the total value figures did not reach 
the imports of 1913 until the last year of the war. The 
rise of export prices was continuous throughout the war, 
becoming especially pronounced in 1917. In 1919 there 
was a further rise, bringing the price level to about 
double that of the pre-war period. 

Some further interesting light upon the comparative 
variations in value, quantity, and price is given by the 
statistics of the leading exports. Seven exports — 
frozen beef, canned meat, wool, ox hides, wheat, corn, 
and linseed — comprised 76 per cent of the total value 
of exports in 1913 and 80 per cent in 1918. Of these, 
corn and linseed were not war exports; and the total 
exports of these two products in the five war years 1914- 
18 decreased both in value and in quantity. The meat 
trade was the only major export industry to receive a 
substantial impetus from the war, there being a large 
increase in quantity as well as in value. The canned 
meat industry may be said to have originated during 
the war period, this export increasing from the insignifi- 
cant figure of $2,213,000 in 1913 to $92,854,000 in 1918, 
when it was surpassed only by frozen beef, wheat, and 
wool. Frozen beef exports increased in volume 38 per 
cent and canned beef increased fivefold. The other 
war exports, wool, wheat, and hides, decreased in 
volume, the decline being 3 per cent in hides, 20 per cent 
in wheat, and 22 per cent in wool. But in consequence 
of rising prices wool showed a gain in total value ex- 
ported of 35 per cent, hides a gain of 33 per cent, and 
wheat an increase of 8 per cent. In value per ton, all 
the five war exports mentioned showed a decided ad- 
vance, the average increase being 66 per cent, canned 
meat, wool, and frozen beef leading with increases of 
125, 73, and 62 per cent respectively. 16 In other words, 
the increase in the total value of these major exports 
was mainly due to the extraordinary rise in their prices. 

In the first year after the armistice most of the lead- 
ing exports increased in quantity as well as in value. 
The table given above shows that the physical volume of 
exports in 1919 was 17 per cent greater than that of the 
preceding year, and that in that year for the first time 
the quantity exports of 1913 were slightly surpassed. 
The increase in quantity exports continued in the first 



16 See Awuario del Comercio Exterior de i 
yearbook of trade. 



1 Repuhlica Argentina, the official 



16 Quantities and Values or the Leading Argentine Exports 
Compared for the Periods 1909-13 and 1914-18 



reach the figure of 1913; and it is interesting to note 
that while the quantity exported in 1913 had a value of 
$519,000,000, the same quantity exported in 1919 had a 
value of about twice that sum. 

In other words, the expansion of Argentine exports 
and the large favorable trade balance down to March 
1920 were entirely the result of rising prices for Argen- 



Wool 

Ox hides . . 
Wheat . . . 

Corn 

Linseed . . 
Frozen beef 
Canned meat 



Value 
($1,000,000 gold) 



Abso- 
lute 



+ 96 
+ 58 
+ 35 

- 42 

- 30 
+253 
+151 



% 



+ 35 
+ 33 
+ 8 

— 12 

- 15 
+ 125 
+1334 



Quantity 
(1,000 metric tons) 



1000- 
13 



744 

485 

12,125 

14,701 

3,440 

1,402 

64 



IOI4- 

18 



584 

471 

9,719 

12,305 

2,995 

1,941 

381 



Abso- 
lute 



— 160 

- 14 

— 2406 
-2396 

- 445 
+ 539 
+ 317 



% 



- 22 

- 3 

- 20 

- 16 

- 13 
+ 38 
+495 



Average Value 

per Ton 

(S1.00 gold) 



CHANGE 



Abso- w 
lute 10 



+267 
+131 
+ 13 
+ 2 
— 1 
+ 90 
+237 



+ 73 
+ 36 
+ 34 
+ 5 
— 2 
+ 62 
+125 
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half of 1920. The accompanying footnote 17 gives a com- 
parison of quantities of some of the principal exports in 
the post-war period down to June 1920 with quantities 
exported in the war years. It shows pronounced in- 
creases in wheat and corn, and substantial gains in hides 
and wool, though in these latter the gains were not main- 
tained in the first half of 1920. Calfskins and sheep- 
skins, which had fallen off markedly during the war, 
show important gains. With the cessation of war 
demand, exports of frozen beef fell off about one-sixth 
from the high point of 1918, but other meat exports 
were maintained or increased. 

The most significant change in the first year and a 
half after the armistice was the extraordinary expansion 
of cereal exports ; and particularly the exports of wheat 
in the first half of 1920, which amounted to 4,199,000 
tons, or 944,000 tons more than in the whole year 1919 
and more than double the average yearly export of the 
war period. So strong was the demand that by the end 
of June the stock available for export was reduced to 
813,000 tons. Demand continued strong in spite of the 
fact that the price had risen to $30 paper per 100 kilos, 
as against $14.20 in January and $22 in April. To this 
price had to be added the export tax of $4 paper per 
100 kilos. 18 By decree of July 8 the government limited 
permission to export wheat to 500,000 tons. This 
quantity having been shipped in a few weeks, the 
government (by decree of August 1) prohibited the 
exportation of wheat and flour except for that author- 
ized by permits to foreign governments with whom 
special agreements had been made. 19 

THE FALL OF PRICES IN 1920 

To summarize the foreign trade situation from the 
armistice through the first half of 1920: The chief cause 
of the continued expansion of the export trade and of 
the favorable trade balance was the continued rise of 
export prices, which was combined with a considerable 
increase in the physical volume of exports. The abrupt 
decline of the export trade since the spring of 1920, 
resulting in the last half of the year in an unfavorable 
balance of trade, the first since 191 1, was likewise the 
result of the price movement. Since the second quarter 
of 1920 prices of wool and hides have fallen violently. 
Cattle prices have been generally steady, and closed the 
year at approximately the same level as that ruling in 
the first quarter. Wheat prices, in response to the ex- 
traordinary demand described above, showed a strong 
upward tendency from January to June, from $14 paper 
per 100 kilos in January to $28 at the end of May, which 
price was approximately maintained until the fall 
quarter. But by the middle of December spot wheat for 
export had fallen to $19 and February wheat to $i7.5o. 20 
The fall in wool and hides began in March, but was 
comparatively moderate until May. Since then the fall 
has been violent. Ox hides selling in February at $14- 
$20 paper per 10 kilos according to grade sold at $12- 
$18.50 in March, at $io-$i4 in June, at $8-$i2.5o in 



September, and $7.50-111 in November. Calfskins 
selling at $23^24 in February sold $2i.5o-$22.5p in 
May, $i4-$i6 in June, $i3-$i4.5o in September, and 
$9.5o-$io in November. The fall in hides has thus 
been over 50 per cent. 

Most serious in its effects upon trade has been the 
decline in wool prices. Prices for good to superior cross- 
breds, which ranged from $13 to $23 paper per 10 kilos 
according to grade at the end of January 1920, and at 
$i6-$2o at the end of May, were selling at $6.50-19.50 
by October 1. On the same dates good to superior 
merinos sold at $19^24, $i6-$22, and $i2-$i6. In- 
ferior crossbreds, which in November 1919 sold at $13- 
$17, were selling at $7-$io in May 1920, and at $4.50- 
$5.50 in October. Since then the market has shown 
little tendency to recover, the prices ruling in the past 
few months being from 50 to 70 per cent under those of 
the early months of 1920. 21 

This violent fall in prices of wool and hides has in 
part been the result of a pronounced slackening of 
demand by other countries. Once the decline was well 
under way, however, it had the effect of withholding 
supplies from the market in hope of better prices. Par- 
ticularly has this been the case with wool. On October 
31, 1920 Tornquist and Co. estimated the total stock of 
wool in the country at 80,000,000 kilos, of which only 
20,000,000 kilos had found its way into the Central 
Produce Market. Particularly significant are the statis- 
tics of wool entries into this principal wool market. 
From July 15 to November 15, 1920 total entries of 
wool were but 10,720,000 kilos, as against 26,961,000 
kilos in the same period of 1919. 22 The effect of the 
price drop upon exports of wool is shown by comparison 



" Some Leading Argentine Exports, 


1914- 


20 * 






Article 


Unit 


1014 


191 S 


IQ16 


1917 


1918 


1919 


Jan.- 
June 
1920 


Wheat 


1,000 metric tons 
1,000 metric tons . . 


958 
3512 

t 
3882 
58 
123 

1182 

3216 

1602 

735 


2449 
43S° 

t 
5785 
84 
136 

3217 
1113 
1176 
489 


2273 
2864 

t 
5639 
76 
132 

4811 
815 

1497 
637 


898 
896 

t 

S0I4 

172 

I3S 

4427 
620 
970 
45° 


2929 
648 

97 

4460 

40 

no 

619S 

24 

1238 

231 


3258 
2375 

386 

4975 

532 

147 

5034 

75 

1426 

218 


4199 




1918 


Hides: 


182 




Number 


1767 


Wool 


1,000 metric tons . 


55 


Meat: 




Chilled beef . . . 




102 


Frozen mutton 
Frozen lamb... 




515 
1203 



* Bulletin of the Pan American Union, November, 1920, pp. 510-514. 
t Figures were not given. 

18 In effect from June 10 to November 30, 1920. 

19 Under these agreements the Argentine government bought back 
135,000 tons of wheat from the stocks held in the country by France, Bel- 
gium and Italy, at the relatively low price of $20 paper per 100 kilos, with 
the object of endeavoring to reduce the price of "second quality" white 
bread to 30 centavos per kilo which would be 40 per cent under the price it 
had attained in October — with a still rising tendency. See Tornquist, 
Business Conditions in Argentina, No. 149, pp. 16, 17. Despite the restric- 
tions, exports of wheat rose to 5,030,000 tons and of corn to 3,440,000 tons 
in the first ten months of 1920; figures never attained in previous years. 

20 Boletin de la Bolsa, December 24, 1920, p. n 26. 

21 For detailed Buenos Aires price quotations see the Boletin de la Bolsa 
(bi-weekly bulletin published by Buenos Aires stock exchange) ; Review of 
the River Plate, Produce Market section, weekly quotations; and Tornquist, 
Business Conditions in Argentina, published at intervals of two to six months. 

22 Review of the River Plate, Produce Market section. 
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with the figures for the preceding year. Total quantity 
exported in the wool season 1919-20 (October 1 to 
September 30) was 301,698 bales, as against 283,006 
bales in 1 918-19; but the increased quantity in 1919-20 
was due to the heavy shipments during the early 
months, when prices were rising. From October 1, 1919 
to May 27, 1920 wool shipments amounted to 239,603 
bales, or about twice the amount shipped (123,180 
bales) in the corresponding period of 1918-19. From 
May 27 to October 1, 1920 the shipments amounted to 
only 62,095 bales, or little more than one-third the ship- 
ments of the same period in 1919 (159,886 bales). 
Holders of wool made application to the national gov- 
ernment for assistance in effecting export sales on long 
credit terms. The government submitted to Congress 
a bill authorizing Argentina to negotiate with foreign 
governments for the sale of wool to them on credit 
terms of up to two years. Congress rejected this pro- 
posal, but exempted exports of wool and hides from the 
export duties. In response to a petition by growers of 
coarse wool (who have been hardest hit by the fall of 
prices), several of the railroads have made a reduction 
of 25 per cent in wool freights. 

CONCLUSION 

It is unnecessary to continue further the analysis of 
the recent Argentine exchange situation. The fall of 
the exchanges in 1919 and down to February 1920 and 
the subsequent pronounced rise are entirely in accord 
with the changes in trade, and these have in turn been 
dominated by the changes in export prices. That the 
dollar did not share in the pronounced fall of the other 
exchanges in 1919 we have seen to be due to the fact 
that from the lifting of our gold embargo in June 1919 
until the exhaustion of the Argentine credit fund in New 
York in the late summer of 1920 gold shipments were 
performing their traditional function of regulator of the 
foreign exchange rates between the two countries. When 
the credit fund was exhausted the trade balance, in 
consequence of falling prices in Argentina, was turning 
strongly against that country. As a means of normaliz- 
ing the exchange it was proposed that the Argentine 
banks and the Caja de Conversion be authorized to 

28 Tornquist, Business Conditions in Argentina, No. 149, p. 13. 
24 See Review of the River Plate, December 24, 1920, p. 1708. 
26 New York Journal of Commerce, Buenos Aires dispatch, October 20, 
1920. 



export gold. This could not be done without the repeal 
by the government of the decree prohibiting gold ship- 
ments. The repeal of the law was insistently demanded 
by the importers owing to the extraordinary rise in the 
cost of merchandise imported from the United States; 
but the government has declared itself opposed to this 
step and has stated that "it is more desirable to keep 
the gold in the country, in view of the present situation 
in Europe." 23 Hence the dollar has continued to rise to 
the present high premium, and sterling has returned to 
par. 

How serious a situation has thus been created for 
American exporters is shown by the numerous and well 
authenticated reports of refusal by Argentine buyers to 
accept delivery of American goods 24 owing to the ruin- 
ously high price of the exchange. On October 20, 1920 
leading Argentine importers of American goods met 
and adopted resolutions to limit to absolute necessities 
future importations from the United States. 25 Goods 
coming in are being left in the Custom House. This 
condition may be expected to continue until there is 
substantial improvement in the rate of exchange. A 
forecast as to when such improvement is to be expected 
would be particularly hazardous at the present time. A 
substantial revival of business activity in the United 
States this spring is the general expectation. That 
revival should be accompanied by a moderate recovery 
of our imports, as the depression of this past fall and 
winter was evidenced by a substantial decline in imports. 
Argentina and other raw materials markets may expect 
to feel some beneficial effects of our recovery. The 
present harvest year in Argentina is well up to the 
normal, and only the prices of wool and hides have 
been violently affected by the recent export depres- 
sion. Raw materials markets are among the first to 
recover from, as they are usually the first to feel, a 
general world-wide decline of prices such as occurred in 
1920. It should be remembered, too, that "young" 
countries, fundamentally dependent upon foreign mar- 
kets for their agricultural products, react with astonish- 
ing quickness and to an extraordinarily marked degree 
to changes in the currents of trade. Recovery may occur 
as swiftly and suddenly as has the depression of the last 
nine or ten months. Never since the Baring panic of 
1890 has the Argentine trade balance been unfavorable 
to that country for more than a single year at a time, 
and even that has occurred only twice, in 1893 and 191 1. 



